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INCOME, PRODUCTION, EMPLOYMENT 1979 1980 1980/79 
% Change 

(1) GNP at Current Prices 48,836 n.a. n.a. 
(1) GDP at Current Prices 48,888 n.a. n.a. 
(5) GDP at Constant 1968 Prices 18,225 18,409 1.6 
(1) Per-Capita GNP at-Current Prices (uss) 3,096 n.a. n.a. 
(1) National Income 45,383 n.a. n.a. 
(5) Unemployment rate 2/ 5.6 7.0 25.0 
(1) Plant and Investment Equipment 16,687 n.a. n.a. 
(2) Avg Industrial Wage (blue collar, 

US$ monthly) (Oct/Jun) 480 n.a. n.a. 
PRODUCTION 
(2) (a) Crude Petroleum (1,000 Ave.b/d) 2,356 2,168 -8.0 
(2) (b) Iron Ore (Mill. of MT) 16 16 0.0 
(5) (c) Aluminum Ingots (Thous.of MT) 205 328 60.0 
(3) (d)} Cement (Thous.of MT) 3,979 4,843 Z..7 
(4) (e) Motor Vehicles (Thous.) 158 155 -1.9 
(5) (£) Steel (Liquid: 1,000 Mf) 1,283 1,784 39 .0 
(1) Value of Construction Permits Granted 1,671 1,201 -28.1 


MONEY AND PRICES 


(1) Money Supply 19,545 24,127 23.4 
(1) Public Debt aeieendting 1/ 12,682 14,185 11.9 
(1) Public External Debt 1 8,216 9,701 18.1 
(1) Commercial Bank Prime Rate 2/ 13 15 “ 

(1) Retail Price Index Caracas ('68=100) 2/ 215.9 262.6 21.6 
FOREIGN SECTOR 

(1) Balance of Trade 3,362 7,193 

(1) Total Exports (FOB) 14,199 19,193 35.2 
(1) Pet and Pet Products 13,672 18,301 33.9 
(6) Exports to U.S. (FAS) 5,166 5,297 2.5 
(1) Total Imports (FOB) 10,837 12,000 10.7 
(6) Imports from U.S. (FAS) 3,934 4,573 16.2 
(1) Balance on Current Account -287 +2,600 

(1) Overall Balance 1,110 n.a. 

(1) Gold and Foreign Exchange Reserves 3/ 8,819 8,885 0.8 


Footnotes: (*) U.S. $1.00 = Bs.4.30 

1/ Excludes short-tem "floating" debt estimated at $9.0 billion at the end 
of 1980. 

2/ Figures are for the end of the period. 


3/ Includes Central Bank, Venezuelan Investment Fund, and Conmercial Banks, but 
excludes Petr6éleos de Venezuela. 


Sources: (1) Central Bank of Venezuela 
(2) Ministry of Energy and Mines 
(3) Venezuelan Chamber of Construction 
(4) Venezuelan Chamber of Automotive Industry 
(5) II Presidential Message to the Congress 
(6) U.S. Department of Commerce 











Overview and Summary 


1981 should be a better year for Venezuela than the last two. 
If things go according to plan, growth will be up, inflation 
down, and the country's external position will remain strong. 
There are uncertainties, however, about the speed and the 
efficiency with which the public investment needed to spur 
growth will be implemented and whether troubles with organized 
labor will continue or even spread. Key trends include the 
following: 


-- though little growth has appeared so far, the Venezuelan 
government forecasts an increase in internal GDP. of 5.8 
percent in real terms. in 1981; 


-- inflation seems to have peaked in 1980 and the official 
forecast for 1981 is for a considerable decrease to 15 
percent or less; 


-- Venezuela ran a current account surplus of $2.6 billion 
in 1980 and is expected to continue in surplus in 1981. 
Total public foreign assets amount to over $17 billion; 


-- Venezuela's 6th 5-year plan, covering 1981-85, will be 
unveiled shortly. $73 billion in public investments are 
programmed; with emphasis on oil development, transport, 
electric power, and housing. 


The overall implications for U.S. business are favorable. U.S. 
exports. to Venezuela, which reached $4.6 billion in 1980, 

should continue growing. Product categories with the most 
promise are food, electric power machinery, oil field equipment, 
engineering services, and construction equipment. Expanded 
domestic income in Venezuela will also probably lead to 
increased expenditures on tourism in the U.S., already a billion 
dollar sales item. 


Venezuelan Economy Poised to Resume Growth 


Venezuela is the wealthiest country in Latin America on a per 
capita basis: GDP per head is about $3000. But for the past two 
years its economy has stood still. Real growth of the internal 
economy (i.e. the portion depending on local rather than 
foreign demand) was only 0.2 percent in 1979 and (on the basis 
of very preliminary, probably overoptimistic, estimates) 2.4 
percent in 1980, compared to 8 to 11 percent over 1975-77. At 





the same time inflation, traditionally very low, rose to the 
20-25 percent level, primarily as a result of price decontrol 
and reduction of state subsidies. 


Venezuela's peculiar "stagflation" has not been due to lack of 
resources: oil export receipts have more than doubled since 

1978. Low internal growth has been largely a conscious effort by 
the Herrera Administration to keep pressure off the economy while 
prices and tariffs were liberalized, the public debt reorganized, 
and spending priorities redirected. Although Venezuelan authorities 
as early as May, 1980, were saying that the "transition" (i.e., 
rationalization of the economy) was over, 1981 is now regarded 

as the year when recovery begins. Increases of public spending 
should lead to higher growth and the inauguration of the 6th 
5-year development plan (covering 1981-85) will give at least a 
formal overall orientation to the Venezuelan economy. Critics of 
economic performance to date --especially businessmen and business 
analyst -- have cited lack of confidence in government policy 
direction as a chief cause. 


The real growth target for this year is 5.8 percent, and for the 
plan period as a whole 6.5 percent annually. To accomplish these 
targets requires implementation of public sector capital projects, 
and this has been slow to materialize. Special laws laying out 
5-year spending plans in critical sectors -- $11 billion for 
electric power, $2 billion for public transport, $6.6 billion for 
housing, $2.3 billion for water-sewer projects, and $1.3 billion 
for university buildings -- await Congressional action. Globally, 
the 6th plan contains $22 billion in investment to maintain oil 
production and $51 billion.in non-oil public sector investment. 
Oil revenues are expected to enable this level of expenditure 
without any net increase in public debt. 


The Venezuelan private sector remains in a stance of waiting for 
the resumption of economic growth. The Government has made gradual 
if slow progress in working out policies in key sectors to remove 
other uncertainties. Residual price controls remain a problen, 
however, for pharmaceuticals and certain processed foods, especially 
as inflation erodes whatever gains have been achieved. The Herrera 
Administration remains committed to an essentially free-market 
approach, but has made it clear it reserves the right to control 
prices where competition is limited or for social reasons. This 
reflects the fact that important political forces, especially 

the labor unions, favor greater price regulation. The campaign 
against clothing price increases at the end of 1980, when merchants 
were required to reduce prices by 10 percent, is an example. This 
reduction is generally credited for the marked drop in the rate of 
inflation in February 1981. 


The Herrera administration is continuing its efforts to attract 
foreign investment in priority sectors, though within the 
guidelines of’ the Andean Pact investment rules. (There is a 
certain ambivalence of approach singe some important economic 
officials are openly skeptical about the utility of such 
investment.) Majority-owned foreign firms will be authorized 

more freely than before, and foreign investors will be 
particularly welcome in certain sectors: agriculture, transport 
equipment, Anpact sector programs, construction equipment and 
materials, pharmaceuticals, and capital goods. Investment seminars 
have also been held in the U.S. and Europe. Although concrete 
results of these efforts are not yet visible, investment projects 
approved by the Government rose 84 percent in 1980 compared to 

the previous year. Few of these have yet been implemented, but 
this should begin to occur in 1981. U.S. direct investment in 
Venezuela amounts .to over $2 billion and is about 60 percent of 
all foreign investment. 


During 1980 labor troubles were confined to a few limited 

strikes, and no attempt was made to repeat 1979's successful 

drive for a legislated wage increase. The outlook on 1981 is 

more uncertain, however, as organized labor may make major 

efforts to push projects such as price controls, more fringe 
benefits, reform of the labor code, and "co-management." There 
have already been costly strikes in the textile and civil aviation 
area, the latter due to union resistance to badly needed cost 


. reduction measures by management. 


Inflation Decelerating, Current Account in Surplus 


According to public opinion polls, inflation (resulting primarily 
from price decontrol actions taken in late 1979) continues to be 
the number one issue of public concern in Venezuela. The increase 
in the Caracas consumer price index for the 12 months ending 
December 1980 was 21.6 percent, 4 or 5 points above what the 
government had forecast earlier, largely because of a spurt in 
clothing prices. The trend however,has been steadily downward in 
recent months and the official projection for 1981 inflation is 
about 15 percent. Whether this can be realized depends on aoiding 
excessive demand growth and on government price control policy. 
Large financial losses have forced substantial adjustments in 
electricity and water tariffs in early 1981, although these have 
been tailored to affect the poorer classes of the population least. 
Crop damage cause by heavy rains in early 1981 may put upward 
pressure on some food prices. Government plans regarding food 
subsidies, now expected to cost nearly $880 million in 1981, are 
thus important. Reducing the budgetary drain of these is still a 
longer term objective, but it is unlikely to be: achieved as the 
1983 national elections approach. 








The Venezuelan external sector remains in a very strong position. 
‘Preliminary estimates are that the current account of the 
balance of payments was in surplus by $2.6 billion in 1980 

and that 1981 should also be in surplus. The main factors here 
are the 34 percent increase in oil export revenues since 1979 

and the low growth in imports reflecting the depressed domestic 
economy. Non-traditional exports also doubled, however, to 
nearly $1 billion. This reflects the coming on stream of new 
aluminum production capacity. 


Official foreign exchange reserves were up slightly at the end 

of 1980 to $8.9 billion, or 9 months' imports. In addition, 
however, the state-owned oil company was holding another estimated 
$8.5 billion overseas for future investment needs. Despite these 
reserves the Venezuelan government is expected to borrow large 
amounts -- between $4 and 8 billion -- on international money 
markets in 1981, both to refinance short term debt and cover the 
needs of major development projects. Congressional approval for 
this has not yet been obtained, however. 


As revised by Congress at the end of 1980, Venezuela's central 
government budget is in balance with spending and revenues of 
$17.7 billion. The government calculates that this budget should 
give a significant boost to the domestic economy. Control of the 
public debt remains a high priority, and the government has asked 
for Congressional authorization to refinance some $9 billion in 
short-term public sector debt and wipe the slate clean on $1.8 
billion of intra-governmental debt. Recent modifications to the 
public credit laws require the administration to obtain annual 
Congressional approval of short term borrowing requirements and 
limit the amount of oil revenues usable by the central government 
for its budget to 70 percent of total taxes. This gives the 
government an incentive to improve other tax collections, and 
plans to increase alcohol and tobacco taxes have already been 
announced. These revenues would be used to finance a mortgage 
interest subsidy for low cost housing. Under the 6th plan the 
establishment of a sales tax has been proposed as well. 


In the monetary sector, liquidity grew 23 percent in 1980, about 
the same as the consumer price index. Commercial bank lending 
finally began to pick up in the last six months, increasing by 

20 percent for the year as a whole (compared to zero growth for 
1979). There has been steady concern about the effect of high 
interest rates on domestic economic activity, especially 
construction. Venezuela has no exchange controls and its interest 
rates are thus in effect tied by market factors to those in the 
U.S., although they are regulated by the Central Bank. The new 
President of the Central Bank, Leopoldo Diaz Bruzual, has 
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indicated he wants the Bank to be more aggressive in both 
stimulating economic growth and combatting inflation, and his 
first act on taking office was to reduce domestic interest 
rate limits by 1 percentage point. There is no present 
intention however, to impose exchange controls or modify the 
exchange rate in order to keep Vanestnian rates below 
international levels. 


Industrial Performance Uneven " 


According to preliminary government figures, industrial 
production rose 3 percent in real terms in 1980, a slight drop 
from 1979. Public sector performance was strong: aluminum output 
was up nearly 60 percent for the year, and moved into second 
place after oil among Venezuela's exports. While the state- 
owned steel firm SIDOR registered a 44 percent increase in 
production of finished products, it also had financial problems, 
losing about $232 million. The government predicts output 
increases for both aluminum and steel for 1981 in the 20-25 
percent range. 


Electricity generation was up 16 percent in 1980, but margins 
of capacity over demand are falling. This may mean spot outages 
and rationing over the next several years until the Guri dam is 
completed. A recent rate hike has relieved the financial 
pressures felt by many electricity enterprises. 


Mining was the one flat area for public sector industry: 1980 


iron ore production was stable, but about 5 percent of the 
output was unsold, due primarily to depressed. international 
markets. Despite government projections of sharp increases, in 
production for 1981, prospects depend on the outlook for the 
world steel industry and are not bright. 


Private sector industry has for the most part remained stagnant. 
Textiles had a particularly bad year in 1980. Beset by low 
productivity, labor troubles, and competition from contraband 
imports, real output fell more than 15 percent. Currently 
several plants are threatening to close, and the industry is 
appealing for government assistance. 


Construction industry output was off 5 percent in 1980, and 
hopes for a rebound depend on pending government housing programs 
and other development projects. The subsidy for mortgage loan 
interest rates announced by the government would give this sector 
a boost, but the details and timing of this program are not yet 
clear. Cement output was up 22 percent in 1980, but producers 
have complained of losses due to price controls. A plant in 
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Western Venezuela producing 6,000,000 sacks a year has recently 
closed down and the industry claims that increased demand from 
any spurt in construction activity will probably have to be 

met from imports. Complaints of a cement shortage have recently 
been published. ' 































1980 automobile output was down 2 percent, but preliminary 
figures the first months of 1981 show production running 9 percent 
higher than the same period last year and sales up nearly 14 
percent. Government policy for the sector has been revised to 
liberalize prices and penalize imports of models not made in 
Venezuela. At the same time, however, tariffs on models made in 
Venezuela were reduced. The government is still deliberating 

over engine production assignments under the Anpact sector 
agreement (on which many investment decisions depend) and has 
recently indicated it may reimpose price controls on luxury 
models. 


The Andean Pact is going through a difficult period, partly 
because of political problems among its members. However, Bolivia 
has recently returned to active participation, and negotiations 
on trade issues of some importance to Venezuelan industry -- a 
common external tariff, steel sector arrangement, etc. -- will 
probably be restarted. In late 1980 the government implemented 
tariff reductions on trade with Colombia and Peru which had been 
due in 1979, and proposals to gradually eliminate remaining 
tariffs automatically by the end of 1983 have been announced 

for later this year. Some sectors of industry, such as chemicals, 
are concerned about the effect on their competitiveness. The Pact 
remains unpopular among Venezuelan businessmen due to the relative 
inefficiency of their output. 


a LE 


On the whole, the primary factor in private sector industrial 
calculations remains the resuscitation of consumer and 
investment demand expected as the domestic economy finally 
begins growing again later in 1981. The 6th plan target in the 
industrial sector is 7.5 percent annual growth in real terms. 
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Petroleum: Production Stabilized, Development Plans Firm 


Venezuelan oil policy is set by the Ministry of Energy and Mines 

while Petroleos de Venezuela, S.A. (PDVSA), the state holding 

company, is responsible for coordination, planning, and 
supervision of the industry's activities. Petroleum operations 
are carried out. by four operating companies: Lagoven, Maraven, 
Meneven, and Corpoven. Other affiliates (Bariven, Pequiven, and 
INTEVEP) handle purchasing, petrochemicals, and research and 
development, respectively. Several major foreign oil companies 
and other outside firms provide the industry with specialized 
assistance and technical services. 
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1981 will see Venezuelan petroleum production stabilized at 2.2 
million barrels per day (BPD), a figure the government currently 
plans to maintain through 1984. The 1980 production level of 2.168 
million BPD was’8 percent below 1979.+ Exports of petroleum were 
set at 1.895 million BPD for 1981, as compared to 1980's actual ex- 
ports of 1.836 million BPD. The 1980 domestic consumption was 
362,000 BPD, of which 44 percent was gasoline, up 10 percent from 
1979. The U.S. took about 35 percent of Venezuelan exports. Under 

a policy known as "“globality," Venezuela is increasingly seeking 
cut-price sources of food and technology in return for supply 
commitments, but the success of this policy remains to be 
demonstrated in the face of softening world demand for oil. 


» 
In 1980 PDVSA has gross sales of $19 billion, of which $16 
billion was retained as net profit or paid to the government in 
taxes. Oil accounted for over 70 percent of government revenues 
and virtually all of Venezuela's merchandise exports by value. 


Programmed oil industry investment for 1981 will exceed $2.7 
billion. The bulk of this year's investment will be in planning 
for future projects, pipeline and well maintenance, and civil 
engineering work which is preparatory to the commencement of 
major projects in the Orinoco Oil Belt and liquified natural 

gas plants and petrochemical facilities at Puerto La Cruz. Total 
planned investment in major capital projects between 1981 and 
1986 will be in excess of $26 billion, peaking at nearly $8 
billion per year in 1984 and 1985. The production target for the 
oil belt is 225,000 BPD by 1988. 


Labor: Unions Seek Job Security and Compensation for Inflation 


Although labor statistics for 1980 are not yet available, it 
seems likely that unemployment has continued to rise and that 
workers' wages and salaries have suffered from the effects of 
inflation. Organized labor's immediate concerns are thus the 
preservation of jobs and "compensation" for price increases. In 
the longer run,they are pressing for the establishment of 
industry-wide unions and the introduction of "co-management." 


The government's preliminary estimate for end-1980 unemployment 
(narrowly defined) is 7 percent, compared to 5.6 percent in 1979. 
Informal private sector estimates put the rate as high as 15 to 

20 percent in certain industries and areas, however. The textile 
and construction industries and the Ciudad Guyana industrial 

area are the hardest hit. The Government has made attempts to 
reduce the payrolls in some notably inefficient public industries, 
but these have been frustrated. A confrontation with organized 
labor in late 1980, in which progressive sector strikes were 
announced and a general strike was threatened, was diffused when 
the government and the unions agreed to joint studies of the 


problems of the enterprises concerned. So far nothing has 
resulted from this. In April 1981,a short but costly strike 
took place in one of Venezuela's deficit-ridden state-owned 
airlines which was endeavoring to cut unproductive workers. 
The strike has ended with the issue still unresolved. 


The predominant trade union confederation (Confederaci6n de Tra- 
bajadores Venezolanos: CTV) recently called for "compensation" 

to workers for the effects of inflation, which the CTV puts at 

35 percent over an unspecified period. So far labor has not asked 
for legislated general wage increases (as it did successfully in 
late 1979), but is pushing for price controls on basic 
commodities and fringe benefits such as subsidized meals and 
transportation for workers. Some larger companies already offering 
such benefits would presumably be little affected by the 
proposals, but the majority -- and particularly smaller companies 
-- could be hard hit. Given labor's political power, it is 
likely to achieve some concessions. 


Reform of the labor law -- to make "legal" strikes easier and to 
facilitate the formation of industry-wide unions -- is also a 
high priority for the labor movement. The CTV believes industry- 
wide unions are essential for implementing "co-management," This 
concept is still very vague in Venezuela,but has the support of 
both labor and the Herrera administration as a matter of 
principle. Business is predictably hostile to the idea and 
recommends it first be applied to state-owned industries. 


Agriculture: Domestic Production and Imports from U.S. Up 


Real growth in Venezuelan agriculture is estimated at 6.2 percent 
in 1980, compared to 4 percent in 1979. Significant gains were 
registered in rice, sorghum, beans, sesame, peanuts, cotton, 
potatoes, cassava, vegetables, fruits, coffee and sugar. In the 
livestock and poultry sectors,preliminary data reveal small gains 
in red meat, milk, poultry meat and eggs. 


Despite production increases, Venezuela continued substantial farm 
product imports during the past year amounting to over $1.2 billion. 
The United States remained the dominant supplier: U.S. exports to 
Venezuela reached about $700 million for 1980 against $492 million 
for 1979, a 42 percent increase. The total value of all 
agricultural imports declined slightly, however. Reduced imports 
were registered in white corn, sorghum, poultry meat and red meat, 
while increases were noted in whole dry powdered milk, feed corn 
and pulses. Sophisticated food tastes, at least for the large 
urban population, make for a bright market outlook for a variety 
of products including some frozen items. 


The Venezuelan land reform program was active during the past year, 
providing 42,000 land titles, making it possible for small farmers 
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to obtain loans and thus join the country's production efforts. 
On many occasions, the President himself presented the land 
titles and credit documents to small farmers. But serious labor 
shortages continue to beset domestic agriculture, especially in 
trained skilled or semi-skilled categories. In many areas, 
particularly in the western part of the country, Colombian 
workers are an important part of the farm work force. Many young 
Venezuelans shun rural life and drift to the cities in search of 
a higher standard of living and better opportunities. The government 
now grants dispensation from military service in an effort to 
reduce the rural exodus. 1980 was also troubled by shortages of 
fertilizers, certified seed, slow credit movement to farmers 

and labor strikes. The outlook for 1981 is unclear because heavy 
rains have damaged crops of vegetables, se€sme, and sugar. 


Under the 1981-85 Development Plan, Venezuela hopes to increase 
agricultural production by 6 percent per year and hold imports 

to current levels. Preliminary estimates are that $4 billion 

will be invested by the public sector in agricultural projects 
and credit over this period. First priority will go to increasing 
output of oil seeds, cotton, fruits, milk products, and meat. 


Prospects for U.S. Business 


Venezuelan Government plans to move ahead with major engineering 
projects in petroleum, electric power and mining present a range 
of opportunities for U.S. exports of equipment and technical 
services. The construction industry will benefit from new 
priorities under the 6th National Plan and 1981 budget programs, 
and the emphasis being given to housing, transportation, and 
urban services create other specific opportunities for U.S. 
participation. The private sector expects gradual business 
recovery through 1981. Industries that have already received 
relief from price control, such as food processing and motor 
vehicles, have shown the strongest inclination to make new 
capital investments. 


Heavy Industry 


CARBOZULIA, the Zulia state coal entity, has selected the 
engineering firms that will begin work on the mine design and 
transport system for development of the Guasare coal fields in 
| western Venezuela. Debate continues on SIDERZULIA, a new steel 
mill envisioned for the Zulia region. Current thinking is for 
a plant with a 400,000 ton annual capacity, hence considerably 
smaller than earlier foreseen. Financing, timing, and the role 
of a foreign joint venture partner are still being discussed. 
The Major Export Projects Division of the U.S. Department of 
Commerce continues to work with U.S. suppliers competing for 

a broad range of equipment tenders for SIDOR's (the government 
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owned steel plant) Plan IV expansion program. Interest continues 
in both limestone and carbon electrode plants, although full 
implementation of the expansion program is linked to refining 
of Venezuelan priorities and financing decisions. 





The Venezuelan aluminum industry is also being carefully 
scrutinized by government planners. Following Venezuelan assumption 
of majority control of ALCASA through a 1980 capital increase, 
there has been talk of joint action and consolidated operations 
between ALCASA and VENALUM, the two Venezuelan aluminum producers. 
Construction is progressing on INTERALUMINA's alumina plant, now 
expected to be on-stream by early 1984. CVG (the Venezuelan 
Development Authority for Guayana) and the VIF (Venezuelan 
Investment Fund) are examining approaches for BAUXIVEN's bauxite 
mining and transport operations, including development of the 
all-year navigability of the Orinoco from the mine site to 
Ciudad Guayana. Consistent with a trend toward more centralized 
coordination of the industry, INTERALUMINA's managing director 
has taken on as well the presidency of BAUXIVEN. The automotive 
industry is looking toward renewed growth after a poor 1980. 
Major producers are starting to plan for smaller, lighter, more 
fuel-efficient models with front-end drives. Engine production 
facilities, a grey iron foundry, and the ACELCAR highcarbon 
specialty steel project are all linked to a Venezuelan decision 
on Andean Pact auto engine assignments. The Embassy and the U.S. 
Department of Commerce have scheduled a U.S. solo exhibition in 
1982 for U.S.-produced metalworking equipment, which will be 
heavily geared to the automotive industry. 








Petroleum and Petrochemicals 


Investment plans and schedules for Venezuela's most important 
industry have been stepped up as a result of growing needs to 

meet increasing domestic demand and still provide needed export 
revenues. Petr6leos de Venezuela, S.A. (PDVSA) plans new investments 
of $22 billion over 1981-85. Areas of increased activity are: 
exploration, including off-shore, and in new zones such as the 
continental platform; more effort to produce conventional light 
oils in deeper horizons of existing fields and in adjacent areas; 
and varied approaches to increase recovery rates. The refinery 
upgrading program continues to boost capacity to convert larger 
inputs of residuals to more valuable products. PDVSA has also 

taken steps to move ahead with three massive petroleum projects. 
LAGOVEN, the largest PDVSA operating company, recently announced 
its choice of LUMMUS to act as project coordinator for its $8 
billion industrial and infrastructure project to develop its 
segment of the Orinoco heavy oil belt (FAJA) in eastern Venezuela. 
MENEVEN, another major producer, has pre-selected foreign bidders 
for a similar coordination contract for a multi-billion dollar 
accelerated development of its segment of the FAJA. 











Attention is also being given to greater domestic usage of natural 
gas, to free additional liquid hydrocarbons for export. MENEVEN 

is ready to award a contract for construction of a gas 
liquefaction. plant near its refineries at Puerto La Cruz. The 
full project, including a new port facility, will exceed $1 billion. 
A completely new petrochemical complex, adjacent to the liquefaction 
plant, is in the planning stage. A contract was just awarded for 

a 60,000 ton hi-density polyethylene phat using feedstock from the 
El Tablazo complex near Maracaibo. 

Opportunities will continue to develop for U.S. participation in 
various aspects of these and other downstream petrochemical 
projects. The United States remains the principal supplier of 
technology and equipment to the Venezuelan petroleum industry, 
although third-country competition is mounting. PETROAVANCE '81, 

the recent U.S. Solo Exhibition in Maracaibo, sparked great 

interest in a broad range of U.S. exploration, production, and 
refining equipment. Strong immediate sales were recorded for 
exploration equipment, drilling rigs, specialized compressors, 

heavy duty drilling bits, and processing equipment. 


Electric Power 


Following petroleum, electric power is assigned highest investment 
priority under the VI Plan. With demand growing at over 10 percent 
annually and delays in projects under construction, the prospect 
of shortages in the 1981-84 period offers specific opportunities 
for U.S. suppliers: gas and diesel back-up generators for 
individual users, and gas turbines on a cooperative arrangement 
for industrial parks. CADAFE, with over 50 percent of Venezuela's 
power users, has obtained permission to install six 50 Megawatt 
(MW) gas turbine units as short-term relief; recently CADAFE 
announced $225 million spending plans for 15 additional gas 
turbines at six locations. EDELCA has selected a U.S. firm as 
leader in a new consortium to complete the giant 10,000 MW Guri 
Dam expansion project. February 1981 electricity rate increases 
will allow Electricidad de Caracas to continue planned expansions. 
Western Venezuela's ENELVEN is about to award contracts for the 
first two of its coalfired units. At the same time, projects such 
as CADAFE's Planta Centro, its 400 KV transmission line, and the 
first phase of the Uribante-Caparo Hydroelectric project are 
moving forward. 


Transportation and Communications 


Plans were announced in early January 1981 for a rail system 
linking Caracas with Maiquetia Airport and the nearby coast. Bids 
are currently being reviewed. After years of neglect, the 
Venezuelan railroad system is receiving renewed attention. Work 
continues on expansion of the Barquisimeto-Puerto Cabello line, 



























the country's biggest, to Acarigua. Approval was just obtained 
for a $11.5 million 15 mile extension. The national highway 
system has received an 80'percent budget increase over 1980. According 
to loczl equipment distributors, prospects are good for sales 

of imported excavators, earth movers, compressors, and compactors 
for the highway program. The 6th Plan calls for over $1.8 billion 
for the Caracas Metro over the 1981-85 period. The City of 

Valencia has received bids for the first phase of its own Metro, 
although financing still has to be worked out. 








CANTV, the Venezuelan government telecommunications entity, 
continues to move ahead with its $2 billion 5-year investment 
program. Since demand for many telecommunications services is 
growing at a faster rate than CANTV can provide, interest is 
strong in private and independent networks. LAGOVEN and ‘MENEVEN, 
state-owned petroleum operating companies, are both working on 
comprehensive in-house systems which will include telephone, telex, 
and data transmission facilities. Similar large networks are 
planned by a number of banks, military and law enforcement 
agencies, and civil aviation authorities. The 6th Plan includes 
proposals to construct four new airports and modernize and 
expand 28 existing airport facilities. Venezuelan policy 
stimulating regional carriers and agricultural development plans 
should create sales opportunities for 15-18 passenger commuter 
aircraft; helicopters; aerial applicators and seeders; and spare 
parts. At the same time, major Venezuelan carriers will be 
upgrading and expanding their fleets, particularly medium-size 
jets. 

















Housing and Urban Services - 


President Herrera, in his March 1981 Address to the Nation, 
announced a plan for channeling increased taxes on cigarettes and 
liquor to subsidize mortgage interest rates and expand the 
National Housing Fund's ability to finance moderate priced 
housing. The government recently targeted $650 million for 

70,000 housing starts in 1981 with public funds. This amount is 
to accelerate during 1981-85. In addition, Venezuelan Savings 

and Loan Banks expect to finance 22,000 higher-priced new homes 
in 1981, up from 13,000 in 1980. The Venezuelan government 
acknowledges a housing deficit of 800,000 units, and has set goal 
of 716,000 “housing solutions" by 1985. 

















The stress on low-cost and self-help approaches has already 
attracted the interest of French, Italian, and Canadian firms. 
Immediate opportunities exist for U.S. suppliers of mass-produced 
housing systems and components. In addition, major industrial 
projects in remote areas will involve large housing and community 
development activity. ; 





Following the lead of Caracas and Maracaibo, the City of Valencia 
is investigating a private sector approach for solving its solid 
waste collection and disposal needs. The City of Maracaibo is 
studying a similar approach for its urhkan transit system. INOS, 
the state water and sewer authority, recently announced plans 

for private sector operation of water*and sewer services in 
selected medium-size cities. Total INOS investment spending 

over the 1981-85 period is targeted at $2.4 billion. 


















The following major trade promotion programs will be sponsored 
by the U.S. Embassy and the Department of Commerce in Venezuela 
through the end of 1981: 


TELECTRONICA '81 Telecommunications June 23-27, 1981 
Equipment 

MEDIQUIPOS '82 Medical Equipment March 9-13, 1982 

CONSTRUCTION USA Construction May 1982 
Equipment 


*% U. S, GOVERNMENT PRINTING OFFICE : 1981—341-007/426 
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